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Stalemate 
in talks 
on Greek 

austerity 
measures 


Disagreement over tougher cuts 
threatening the 'entire eurozone' 


By Louise Armitstead 

GREEK politicians refused to 
yield to the austerity demands 
of their "troika" paymasters 
despite a stark warning from 
German chancellor Angela 
Merkel that the stand-off 
threatened the "entire euro- 
zone". 

The three main political 
parties in Greece's national 
unity government were re- 
portedly given until 11am to 
respond to international de- 
mands on tougher spending 
cuts. But the deadline passed 
with no response - except for 
politicians claiming there was 
no deadline. 

Sources in Athens said the 
talks between Greece and its 
creditor banks were on hold 
while Lucas Papademos, the 
Greek prime minister, vacil- 
lated between negotiations 
with his own politicians and 
the "troika" officials from the 
European Union (EU), the In- 
ternational Monetary Fund 
(IMF) and the European 
Central Bank (ECB). 

In less than six weeks 
Greece must repay a €14.5bn 
(£12bn) bond. It will be unable 
to meet this without the re- 
lease of a €130bn international 
bail-out programme - which 
will only come when austerity 
measures are agreed. 

At a press conference with 
French President Nicolas 
Sarkozy yesterday, Mrs Mer- 
kel said: "There can be no 
new Greece programme if 
agreement is not reached with 


the troika... All those who bear 
responsibility in Greece must 
know - we will not deviate 
from this position." 

She added: "I honestly can't 
understand how additional 
days will help. Time is of the 
essence. A lot is at stake for 
the entire eurozone." 

Mr Sarkozy said: "The Greek 
leaders have made commit- 
ments and they must respect 
them scrupulously. Europe is 
a place where everyone has 
their rights and duties. Time is 
running out, it needs to be 
concluded, it needs to be 
signed." 

George Karatzaferis, leader 
of Greek far-right party LAOS, 
said: "I will not contribute to 
the explosion of a revolution 
from destitution that will burn 
all of Europe." Greece's trade 
unions announced a snap 
24-hour general strike today 
in protest against the new 
austerity measures. 

Romania offered a reminder 
of the dangers of the protests 
when Emil Boc, prime minis- 
ter, resigned after weeks of 
public protests over austerity 
measures. 

Greek officials said politi- 
cians in Athens had agreed to 
€3bn cuts in health care, de- 
fence and local government 
over the next two years. They 
have also accepted a 20pc cut 
in the minimum wage and 
15,000 public sector job losses. 
But there is still disagreement 
over another €1.2bn of cuts. 

The Eurogroup, which com- 
prises eurozone finance min- 



Nicolas Sarkozy welcomes Angela Merkel at Paris's Elysee Palace prior to a meeting yesterday 


isters, is poised to meet to dis- 
cuss a deal over the austerity 
measures, once they are de- 
cided. Greece must also agree 
a €200bn debt restructuring - 
thought to be the biggest ever 
voluntary deal - with its pri- 
vate creditor banks. 
Meanwhile, new data 


showed Greek debt spiked to 
159pc of GDP in the third 
quarter of 2011 compared with 
138.8pc a year earlier and 
154.7pc in the second quarter. 

Markets were rattled by the 
deadlock. The Eurostoxx 600 
closed down 0.2pc, France's 
CAC closed down 0.7pc and 


the FTSE slid 0.2pc. David 
Jones, chief market strategist 
at IG Index, said: "With a rela- 
tively quiet news week until 
the EU and UK interest rate 
announcements on Thursday, 
progress or otherwise in 
Greece is likely to dictate 
market direction." 


Coalition is not anti-business, 
Cameron tells industry leaders 


By Louise Armitstead 

THE Prime Minister has tried 
to reassure company bosses 
that there is no "anti-business 
agenda" ahead of a parlia- 
mentary debate in which MPs 
are expected to demand 
another tax on bonuses. 

David Cameron yesterday 
met his business advisory group 
which comprises bosses of 
some of Britain's biggest 
employers, including Burberry, 
J Sainsbury, Centrica and WPP, 
and told them that the Coalition 
is not attacking businesses. 

Insiders said the meeting — 
which came on the same day 
as the major Tory fund raiser, 
the Black and White ball — was 
"constructive". 

City bosses have warned that 
business confidence has been 
rattled by the Government's 


move to strip Fred Goodwin of 
his knighthood and failure to 
support RBS's Stephen Hester 
over his bonus. 

Critics of the Conservatives' 
recent action include Sir 
Martin Sorrell of WPP, Lord 
Wolfson, chief executive of 
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Next, and even Michael Spen- 
cer, boss of leap and one of the 
Tory party's biggest donors. 

Today Chuka Umunna, the 
shadow business secretary, is 
due to lead a debate in which 
he will call for the Govern- 
ment to impose another bonus 


tax on top of the bank levy and 
to consider banning bonuses 
at state-owned banks except 
in cases of "genuine excep- 
tional performance". 

Mr Umunna is expected to 
go beyond "bank bashing" 
and call for an overhaul of 
corporate pay across the 
board. 

He is expected to say that 
the culture of excessive 
bonuses - from banks to Net- 
work Rail - has damaged Brit- 
ain's society and economy. 

His speech is also expected 
to re-ignite the row over bank 
lending to small businesses, 
which Labour claims has 
fallen despite the so-called 
Project Merlin agreement 
between the banks and the 
Coalition on lending targets. 

Comment: B2 


BAE may cut price of 
fighter to secure deal 


By Louisa Peacock 

BAE Systems is considering 
lowering the price of its 
Eurofighter Typhoon to win 
back an $llbn (£7bn) Indian 
contract from France's 
Dassault. 

Ian King, BAE's chief execu- 
tive, said the company was 
considering a range of options 
to secure the deal to supply 
fighter jets, which could pre- 
vent a major industrial setback 
for Britain. 

A source close to the com- 
pany said BAE was consulting 
with its partners in Germany, 
Italy and Spain to see what 
was feasible in the coming 
days and weeks. 

India had previously 
changed its mind on defence 
contracts, the source said, 
adding there was "still some 


way to go" before any deci- 
sions by the country had been 
made. The insider insisted the 
contract was still up for grabs, 
with Dassault's Rafale only 
having been named as the 
lowest-priced compliant bid- 
der rather than being awarded 
the contract. 

The Government's drive to 
kick-start growth and rebal- 
ance the economy towards 
advanced manufacturing was 
dealt a blow last month when 
the Indian government named 
the French manufacturer as its 
preferred partner for the deal. 

Trade union Unite warned 
that the selection of the Rafale 
could have "serious implica- 
tions" for BAE Systems and 
the UK aerospace industry. It 
is estimated that 40,000 UK 
jobs are supported by the 
project. 
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Glencore and 
Xstrata to form 
seventh-biggest 
FTSE company 


By Helia Ebrahimi 

MINER Xstrata and trading 
house Glencore will today 
unveil details for their $90bn 
(£56.9bn) merger, which will 
see the new copper-to- 
commodities trading titan 
catapulted to seventh place in 
the UK's FTSE 100. 

Glencore, which owns 34pc 
of Xstrata, is expected to offer 
just shy of 2.8 shares for each 
Xstrata share - implying 
an 18pc to 20pc premium 
to Xstrata's share price before 
rumours of the deal emerged. 

That premium - described 
by analysts as "skinny" - 
represents almost a 30pc 
premium to the average price 
30-day share price of the two 
companies. 

However, Xstrata 
shareholders, who were made 
insiders on Monday, still 
complained the proposal 
represented a better deal for 
Glencore, whose 12 top 
executives own 31pc of the 
company. 

Mick Davis, who is expected 
to become chief executive of 
the enlarged group, will net a 
£llm pay day from the deal. 
His opposite number at 
Glencore, Ivan Glasenberg, is 
set to become deputy chief 
executive of the new company. 
Mr Glasenberg holds a $9.6bn 
stake in Glencore. 

Analysts at Credit Suisse 
estimate the synergies of the 
combined company could be 
around $468m, roughly 5pc of 
combined 2012 net income, 
thanks to Glencore trading 
more of Xstrata's mining 
assets. 

The new company is also 
likely to point to cheaper 
interest bills on its $16.9bn of 


net debt, with ratings agencies 
saying they viewed the tie-up 
- which simplified the 
structure - as positive for 
credit ratings. 

However, as well as 
shareholders, the two 
companies will have to 
persuade competition 
authorities - especially in 
Europe - to allow the deal to 
go ahead. 

Tom Gidley-Kitchin, an 
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analyst at Charles Stanley, 
said regulators would be very 
"tough on this deal" given the 
concerns about anti- 
competitive behaviour being 
derived from high market 
shares. 

Respected Xstrata chairman 
Sir John Bond, who will 
continue in that role in the 
enlarged company, will go 
some way to assuaging 
corporate governance 
concerns that have dogged 
Glencore since its inception 
under founder Marc Rich, 
who broke US sanctions by 
selling Iranian oil to Israel. 

Yesterday Xstrata slipped 
1.7pc, while Glencore lost 
4.5pc. 

Over the past month 
Glencore shares have jumped 
24pc and Xstrata's have 
surged more than 30pc on 
hopes of a merger. 
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The FTSE dipped 
slightly after profit- 
taking. Worries 
continued over the 
progress of a deal on 
Greek dept. 
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American stocks 
retreated, down from 
an almost four-year 
high, as jitters over 
Greece continued to 
plague the markets. 
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We are pleased to announce 
the launch of the 16th edition of 
The Sarasin Compendium of Investment. 

"The essential guide to charity investing" 

Copies are available on application to John Handford at Sarasin & Partners. 


To find out more about investment opportunities please contact Richard Maitland or John Handford 
on 020 7038 7000, email: richard.maitland@sarasin.co.uk orjohn.handford@sarasin.co.uk, 
or visit www.sarasin.co.uk 

Please note that the value of shares and the income from them can fall as well as rise and you may not get 
back the amount originally invested. This can be as a result of market movements and also of variations in 
the exchange rates between currencies. Sarasin & Partners LLP, a limited liability partnership registered in 
England and Wales with registered number 0C329859, is authorised and regulated by the Financial 
Services Authority. © 2012 Sarasin & Partners LLP - all rights reserved. 


